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Title  10 — Energy  petitive  viability  of  the  independent  oil  have  participated  little,  if  at  all,  In 

CHAPTER  ll _ FEDERAL  ENERGY  marketer.  Based  on  current  market  price  the  benefits  of  FEA  price  controls  on 

administration  differentials  between  imported  and  do-  producer  sales  of  domestic  crude  petro- 

mestic  heating  oil,  FEA  has  concluded  leum.  FEA  considers  it  to  be  inequitable 

PART  211 — MANDATORY  PETROLEUM  that  for  purposes  of  issuing  entitlements  that  the  petroleum  costs  of  one  region  or 

ALLOCATION  REGULATIONS  to  importers,  a  barrel  of  imported  heat-  one  class  of  consumers  dependent  on 

PART  212 — MANDATORY  PETROLEUM  ing  oil  should  be  treated  as  equivalent  imported  finished  products  would  not  be 

PRICE  REGULATIONS  to  30  percent  of  a  barrel  of  crude  oil  in-  reduced  while  the  petroleum  costs  of 

n  ni,  eluded  in  a  refiner’s  runs  to  stills.  FEA  other  regions  of  the  country  served  by 

06  estimates  that  this  will  result  in  an  en-  domestic  refiners  that  refine  imported 

A  notice  of  proposed  rulemaking  and  titlement  value  of  approximately  2  cents  crude  oil  would  be  lowered.  Accordingly, 
public  hearing  which  contained  a  pro-  per  gallon  for  imports  of  heating  oil,  an  FEA  has  determined  that  it  will  pro¬ 
posal  to  allocate  old  oil  proportionately  amount  FEA  believes  will  achieve  the  vide  some  degree  of  equalization  with 
among  refiners  was  issued  on  August  28,  basic  goals  of  the  program.  respect  to  imports  of  residual  fuel  oil, 

1974  (39  FR  31650,  August  30,  1974).  as  it  does  with  respect  to  middle  distil- 

Comments  were  invited  from  interested  SIDU  FXJEL  OI  lates,  in  order  to  fulfill  the  objective  of 

persons  by  September  23, 1974,  and  more  As  to  the  proposal  to  issue  entitlements  the  Allocation  Act  of  providing  for  the 
than  600  comments  were  received  by  with  respect  to  residual  fuel  oil  imports  equitable  allocation  of  crude  oil  and 
FEA.  A  public  hearing  was  held  on  Sep-  on  the  basis  of  the  prevailing  price  dif-  refined  products,  including  residual  fuel 
tember  24  and  25,  1974,  at  which  ap-  ferential  between  domestic  and  imported  oil,  at  equitable  prices,  among  all  re- 
proximately  40  interested  parties  pre-  product,  FEA  received  a  large  number  of  gions  of  the  United  States,  among  all 
sented  statements.  On  November  7,  1974,  comments  to  the  effect  that,  in  part  be-  sectors  of  the  petroleum  industry  and 
FEA  issued  a  further  notice  of  proposed  cause  of  FEA’s  price  regulations,  this  dif-  among  all  users, 
rulemaking  (39  FR  39740,  November  11,  ferential  is  and  will  probably  continue  p__Tmpp 

1974)  setting  forth  its  tentative  con-  to  be  virtually  nonexistent.  As  a  result,  5 

elusions  as  to  the  form  that  the  final  rule  it  was  suggested,  marketers  and  con-  Numerous  comments  were  received  as 
for  the  allocation  of  old  oil  should  take,  sumers  of  imported  residual  oil  would  be  to  the  inadequacy  of  the  bias  in  favor 
Over  175  comments  were  received  by  denied  the  benefits  of  the  entitlements  of  small  refiners  as  set  forth  in  the 
FEA  with  respect  to  the  further  notice  program,  and  those  regions  of  the  coun-  November  1974  further  notice.  FEA  has 
of  rulemaking.  FEA  has  evaluated  these  try  which  are  particularly  dependent  concluded  first  that  the  bias  initially 
comments,  many  of  which  contained  upon  such  imports  would  continue  to  proposed  was  insufficient  to  ensure  the 
pertinent  recommendations  as  to  cer-  bear  a  disproportionate  share  of  the  bur-  competitive  viability  of  small  refiners; 
tain  features  of  the  program,  and  is  den  created  by  the  recent  escalation  in  however,  FEA  has  also  determined  that 
hereby  adopting  the  final  rule  for  the  foreign  oil  prices.  the  general  rationale  of  attempting  to 

allocation  of  old  oil.  Upon  review  of  those  comments,  FEA  conform  incremental  entitlement  is- 

„  _ _ „ _ _  has  concluded  that  imports  of  residual  suances  to  small  refiners  to  benefits  re- 

Revisions  to  the  Proposed  Program  fuei  oil  should  receive  entitlements  on  ceived  historically  by  this  class  under 
The  most  significant  area  in  which  the  same  basis  as  those  of  No.  2  heating  the  Oil  Import  Program  is  valid, 
the  November  11, 1974  further  notice  has  oil.  Among  the  factors  underlying  this  Accordingly,  the  rule  provides  for  a 
been  revised  is  the  basis  (described  be-  conclusion  is  the  need  to  minimize  eco-  bias  which  is  equivalent  to  the  maxi- 
low)  on  which  entitlements  are  issuable  nomic  distortion.  Inasmuch  as  No.  2  mum  economic  preference  (in  the  form 
with  respect  to  imports  of  eligible  prod-  heating  oil  is  basically  comparable  to  and  of  issuances  of  import  tickets)  received 
ucts.  In  addition,  certain  other  less  sub-  has  many  of  the  same  uses  as  residual  by  small  refiners  under  the  Oil  Import 
stantive  amendments  have  been  made,  fuel  oil,  FEA  has  determined  that  the  is-  Program,  with  an  adjustment  for  the  in- 
which  are  described  following  the  dis-  suance  of  entitlements  on  the  same  basis  flation  factor.  In  calculating  the  incre- 
cussion  of  import  entitlements.  to  each  category  of  imports  is  war-  mental  entitlements  issuable  to  small 

„n  ,  HKATING  OIL  ranted  to  prevent  undesirable  shifts  to  refiners,  FEA  utilized  the  PAD  District 

middle  distillate  imports  from  residual  V  Oil  Import  Program  ticket  issuance 
In  its  November  1974  further  notice,  fuel  imports.  Accordingly,  to  avoid  creat-  volumes  to  determine  the  number  of  ad- 
FEA  proposed  that  the  value  of  entitle-  ing  artificial  incentives  for  such  shifts,  ditional  entitlements  for  small  refiners 
ments  issuable  with  respect  to  imports  with  their  potential  for  straining  middle  with  daily  average  volumes  of  crude  oil 
of  No.  2  heating  oil  be  based  on  the  then  distillate  supplies  available  to  home  heat-  runs  to  stills  of  less  than  30,000  barrels, 
prevailing  differential  between  domestic  ing  oil  users,  FEA  will  issue  entitlements 

and  imported  prices  for  the  product  on  for  residual  fuel  imports  to  the  same  ex-  eligible  firms 

a  weighted  average  basis  across  the  na-  tent  as  for  No.  2  heating  oil  imports.  The  definition  of  eligible  firm  has  been 

tion.  Many  of  the  comments  received  by  A  further  reason  for  adopting  this  modified  to  make  it  clear  that  refiners 
FEA  as  to  the  calculation  of  the  differen-  approach  is  that  certain  regions  which  constitute  eligible  firms  for  imports  of  No. 
tial  pointed  out  that  this  type  of  dif-  are  especially  dependent  upon  imported  2  heating  oil  (assuming  the  other  appli- 
ferential  would  be  extremely  difficult  to  residual  fuel  oil  would  otherwise  not  cable  qualifications  of  Section  30  of  the 
calculate  because,  in  order  to  arrive  at  an  share  proportionately  in  the  benefits  Oil  Import  Regulation  are  met)  and  that 
accurate  figure,  FEA  would  have  to  take  of  the  basic  equalization  program,  which  an  eligible  firm  may  import  only  the 
into  account  variations  in  sulphur  con-  in  effect  reduces  the  cost  of  imported  particular  eligible  product  into  the  PAD 
tent  as  well  as  transportation  differen-  crude  oil  utilized  to  refine  domestic  District  as  to  which  it  qualifies  under  the 
tials  in  determining  an  appropriate  do-  products.  Under  FEA  price  regulations,  applicable  provisions  of  the  Oil  Import 
mestic  price.  In  addition,  since  refiners  furthermore,  the  price  of  residual  fuei  Regulation.  FEA  received  numerous  corn- 
sell  at  various  prices  to  different  classes  •  oil  consumed  in  the  United  States  has  in  ments  on  its  definition  of  eligible  firm 
of  purchasers,  FEA  would  have  to  de-  effect  been  set  by  the  landed  cost  of  im-  in  the  November  1974  further  notice  of 
vise  a  system  for  obtaining  a  valid  rep-  ported  residual  fuel  oil.  This  has  been  proposed  rulemaking.  FEA  recognizes 
resentative  domestic  price  for  compar-  due  to  the  fact  that  most  residual  fuel  that  as  written  his  definition  does  not 
ison  with  the  landed  cost  of  imports.  oil  consumed  in  the  United  States  is  include  certain  marketers,  such  as  the 
In  view  of  these  and  other  complex-  imported,  and  that  residual  fuel  oil  has  operators  of  some  inland  or  river  termi- 
lties  inherent  in  the  proposed  differential,  been  afforded  other  than  special  prod-  nals.  While  the  inclusion  of  all  marketers 

FEA  has  determined  that  use  of  a  fixed  uct  treatment.  As  a  result,  not  only  has  jjjj®  r?!Smiid  createttaggering^nd  mi- 
fractional  entitlement  value  per  barrel  of  the  price  of  residual  fuel  oil  moved  above  manageable  administrative  burdens,  FEA 
imported  heating  oil  offers  an  equally  ef-  its  historical  relationship  to  the  price  of  realizes  that  limited  modification  of  the 
fective  and  administratively  more  fea-  other  domestically  refined  petroleum  definition  may  be  appropriate.  Accord- 
sible  method  for  protecting  the  com-  products,  but  consumers  of  residual  fuel  ingly,  FEA  solicits  further  comments  as 
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to  modifications  to  the  definition  of  eligi¬ 
ble  firm  necessary  to  achieve  equity 
among  marketers  and  serve  the  purposes 
of  the  Allocation  Act.  Submission  of  com¬ 
ments  on  this  issue  shall  be  as  described 
below  under  “Written  Comments  Pro¬ 
cedures.” 

Other  Changes 

The  restrictions  on  imports  of  No.  2 
heating  oil  for  purposes  of  blending  into 
residual  fuel  oil  have  been  eliminated 
because  this  restriction  is  no  longer 
needed  since  heating  oil  and  residual  fuel 
oil  are  now  treated  equally. 

Residual  fuel  oil  is  as  defined  In 
§  211.51  and  now  includes  navy  special 
fuel  oil  and  crude  oil  when  burned  di¬ 
rectly  as  a  fuel. 

The  reporting  requirements  have  been 
conformed  to  the  provisions  of  the  final 
rule.  The  filing  date  for  reports  by  eligi¬ 
ble  firms  has  been  moved  from  the  fif¬ 
teenth  to  the  twenty-eighth  day  follow¬ 
ing  the  month  of  import. 

Section  211.67(b)  was  changed  to 
clarify  that  entitlement  purchase  ex¬ 
penditures  or  sale  receipts  are  not  to  be 
taken  into  account  by  refiner-sellers  in 
determining  their  sale  price  of  allocated 
crude  oil  under  5  212.94. 

Section  211.67(1)  (2)  now  provides  that 
each  refiner’s  old  oil  receipts  will  be  set 
forth  on  the  entitlement  notice.  This  will 
assist  firms  in  determining  which  refiners 
are  buyers  or  sellers  and  the  number  of 
entitlements  required  to  be  pm-chased  or 
available  for  sale. 

Section  212.131(a)(1)  provides  that  a 
producer’s  certification  requirements  as 
to  a  first  sale  of  domestic  crude  oil  may 
be  satisfied  by  a  one-time  certification  as 
to  the  base  production  control  level  for 
each  month  of  1972  for  the  particular 
property. 

Written  Comment  Procedures 

Interested  persons  are  Invited  to  sub¬ 
mit  data,  views  or  arguments  with  re¬ 
spect  to  the  specific  matters  upon  which 
comments  have  been  solicited  as  set  forth 
above  in  this  rule  to  Executive  Com¬ 
munications,  Federal  Energy  Adminis¬ 
tration,  Box  BO,  Washington,  D.C.  20461. 
Ten  copies  of  each  comment  should  be 
submitted,  and  should  be  identified  on 
the  outside  envelope  and  on  documents 
submitted  to  Executive  Communications 
with  the  designation  “Further  Com¬ 
ments  on  Allocation  of  Old  Oil.”  All  com¬ 
ments  received  by  December  15,  1974, 
and  all  relevant  information  will  be  con¬ 
sidered  by  FEA  in  this  connection. 

(Emergency  Petroleum  Allocation  Act  of 
1973,  Pub.  It.  93-159;  Federal  Energy  Admin¬ 
istration  Act  of  1974,  Pub.  L.  93-275;  E.O. 
11790,  39  FR  23185) 

In  consideration  of  the  foregoing. 
Parts  211  and  212  of  Chapter  II,  Title  10, 
Code  of  Federal  Regulations,  are 
amended  as  set  forth  below  effective 
immediately. 

Issued  in  Washington,  D.C.,  Novem¬ 
ber  29, 1974. 

Robert  E.  Montgomery,  Jr., 
General  Counsel, 
Federal  Energy  Administration . 


1.  Section  211.62  is  amended  by  adding 
the  fallowing  definitions  in  the  appro¬ 
priate  alphabetical  order  to  read  as 
follows: 

§  211.62  Definitions. 

•  •  •  •  * 

“Adjusted  crude  oil  receipts”  means 
the  crude  oil  receipts  of  a  refiner  in  a 
particular  month  the  composition  of 
which  has  been  adjusted  to  reflect  any 
invoice  which  is  received  in  that  month 
for  crude  oil  (including  crude  oil  sold 
under  §  211.65)  delivered  to  that  refiner 
in  any  previous  month  (excluding,  how¬ 
ever,  months  prior  to  November  1974), 
and  which  has  the  effect  of  increasing 
or  decreasing  the  volume  of  old  oil  re¬ 
ceived  by  that  refiner  in  such  previous 
month. 

“Adjusted  national  old  oil  supply 
ratio”  means,  for  a  particular  month, 
the  volume  of  old  oil  included  in  the 
aggregate  adjusted  crude  oil  receipts  for 
all  refiners,  expressed  as  a  percentage  of 
the  sum  of  (a)  the  total  volume  of  the 
crude  oil  runs  to  stills  for  all  refiners  for 
that  month  and  (b)  thirty  percent 
(30%)  of  the  total  volume  of  eligible 
imports  by  eligible  firms  for  that  month. 
Such  volume  of  old  oil  shall  be  decreased 
by  a  number  of  barrels  of  old  oil  equal 
to  the  number  of  entitlements  Issuable  to 
small  refiners  under  S  211.67(e). 

•  *  •  *  • 
“Crude  oil  receipts”  means,  as  to  a 
particular  refiner,  the  volume  of  crude  oil 

(a)  booked  into  its  refineries  in  accord¬ 
ance  with  accounting  procedures  gen¬ 
erally  accepted  and  consistently  and 
historically  applied  by  the  refiner  con¬ 
cerned,  for  its  own  account  or  for  the 
account  of  a  firm  other  than  a  refiner  or 

(b)  if  not  previously  so  booked  into  its 
refineries,  delivered  by  that  refiner  for 
its  account  to  another  refiner  pursuant 
to  a  processing  agreement  with  that 
other  refiner.  Crude  oil  receipts  shall  not 
include  crude  oil  received  by  a  refiner  for 
the  purpose  of  processing  at  its  refineries 
for  the  account  of  another  refiner.  A  par¬ 
ticular  crude  oil  receipt  shall  be  deemed 
to  have  occurred  when  the  related  cost 
is  booked  into  refinery  inventory  in  ac¬ 
cordance  with  accounting  procedures 
generally  accepted  and  consistently  and 
historically  applied  by  the  refiner  con¬ 
cerned,  whether  or  not  such  crude  oil 
has  been  actually  received  by  that  re¬ 
finer,  except  that  crude  oil  delivered  by 
one  refiner  to  another  refiner  pursuant 
to  a  processing  agreement  will  be  deemed 
to  have  been  delivered  by  the  delivering 
refiner  to  the  other  refiner  when  the  risk 
of  loss  passes  to  the  other  refiner  under 
the  particular  processing  agreement  or 
when  the  crude  oil  is  received  at  the  re¬ 
finery  of  the  other  refiner,  whichever  oc¬ 
curs  first.  Crude  oil  which  has  been 
added  by  a  refiner  to  its  Inventory  and 
which  is  thereafter  sold  or  otherwise 
disposed  of  without  processing  for  the 
account  of  that  refiner  shall  be  deducted 
from  its  crude  oil  receipts  at  the  time 
when  the  related  cost  is  deducted  from 
refinery  inventory  in  accordance  with 
accounting  procedures  generally  ac¬ 
cepted  and  consistently  and  historically 


applied  by  the  refiner  concerned.  The 
volume  of  old  oil  included  in  a  refiner’s 
crude  oil  receipts  shall  be  evidenced  by 
and  consistent  with  invoices  received 
with  respect  to  such  crude  oil  receipts. 
'••••• 
“Eligible  firm”  means,  as  to  imports  of 
eligible  products,  a  firm  (including  a 
refiner)  that  has  received,  as  to  the 
particular  eligible  product  imported  and 
as  to  the  PAD  District  in  which  the  im¬ 
port  takes  place,  an  import  allocation 
not  subject  to  a  license  fee  under  sec¬ 
tion  12,  28  or  30  of  Oil  Import  Regulation 
I  (revision  5) ,  as  amended  (32A  CFR  OI 
Reg.  1-12,  28  and  30),  or  a  firm  which 
would  otherwise  qualify  for  such  an 
import  allocation  under  section  12  or 
30  of  such  Regulation  if  (a)  that  firm 
were  in  the  business  in  PAD  District  I  of 
selling  the  eligible  product  concerned, 
(b)  that  firm  had  received  an  allocation 
of  imports  of  No.  2  heating  oil  or  No.  2-D 
diesel  fuel  in  the  allocation  period  be¬ 
ginning  prior  to  January  1,  1973,  or 
(lit)  that  firm  were  not  a  refiner  and/or 
a  petrochemical  producer. 

“Eligible  products”  means  residual 
fuel  oil.  No.  2  heating  oil  and  No.  2-D 
diesel  fuel  imported  into  the  United 
States,  except  that  imports  into  United 
States  customs  territory  from  United 
States  possessions,  territories  or  foreign 
trade  zones  shall  not  be  considered  eli¬ 
gible  products. 

“Entitlement”  means,  for  a  particular 
month,  the  right  of  a  refiner  owning  the 
entitlement  to  include  one  barrel  of  oid 
oil  in  its  adjusted  crude  oil  receipts  in 
such  month.  The  Issuance  and  transfer 
of  entitlements  shall  be  evidenced  on 
records  maintained  by  the  FEA. 

*  •  •  •  • 

“New  crude  petroleum”  means  new 
crude  petroleum  as  defined  in  §  212.72 
of  this  chapter. 

•  •  •  •  • 

“No.  2  heating  oil”  means  heating  oil 
grade  No.  2  as  defined  in  American 
Society  for  Testing  and  Materials 
(ASTM)  D396-71. 

“No.  2-D  diesel  fuel”  means  diesel 
fuel  grade  No.  2  as  defined  in  American 
Society  for  Testing  and  Materials 
(ASTM)  D975-71. 

“Old  oil”  means  old  crude  petroleum  as 
defined  in  8  212.72  of  this  chapter. 

“Old  oil  supply  ratio”  means,  for  a 
particular  month,  the  number  of  barrels 
of  old  oil  Included  in  a  refiner's  adjusted 
crude  oil  receipts,  expressed  as  a  percent¬ 
age  of  the  volume  of  that  refiner’s  crude 
oil  runs  to  stills  for  such  month. 

•  *  «  •  • 
“Released  crude  petroleum”  means  re¬ 
leased  crude  petroleum  as  defined  in 
6  212.72  of  this  chapter. 

2.  Section  211.66  is  amended  by  revis¬ 
ing  paragraph  (h),  and  by  adding  (i), 
(j),  and  (k)  to  read  as  follows: 

§  211.66  Reporting  requirements. 

•  +  +  *  * 

(h)  Monthly  report.  On  or  prior  to  the 
twenty-eighth  day  of  each  month,  com¬ 
mencing  with  the  month  of  December 
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1974,  each  refiner  shall  file  with  the  FEA 
a  report  certifying  the  following: 

(1)  The  estimated  volume  (to  the  best 
of  the  knowledge  of  the  certifying  offi¬ 
cer)  of  old  oil  included  in  the  crude  oil 
receipts  of  that  refiner  for  the  immedi¬ 
ately  preceding  month. 

(2)  Any  permitted  or  required  ad¬ 
justments  to  the  estimated  volume  of  old 
oil  included  in  the  crude  oil  receipts  of 
that  refiner  for  the  immediately  preced¬ 
ing  month. 

(3)  The  volume  of  crude  oil  runs  to 
stills  of  that  refiner  for  the  immediately 
preceding  month,  taking  into  account, 
and  specifying  the  amount  of,  the  ad¬ 
justments  provided  for  in  §  211.67(d). 

(4)  Such  other  information  as  the  FEA 
may  request. 

(i)  Monthly  transaction  report.  On  or 
prior  to  the  tenth  day  of  each  month, 
commencing  with  the  month  of  Febru¬ 
ary  1975,  each  refiner  and  each  eligible 
firm  shall  file  with  the  FEA  a  report  cer¬ 
tifying  its  purchases  and  sales  of  entitle¬ 
ments  for  the  third  month  prior  to  the 
month  in  which  the  report  is  filed,  ex¬ 
cept  that  if  an  eligible  firm  was  not  issued 
any  entitlements  for  a  month,  no  filing 
of  a  transaction  report  with  respect  to 
that  month  shall  be  made. 

(j)  Monthly  report  by  eligible  firms. 
On  or  prior  to  the  twenty-eighth  day  of 
each  month,  commencing  with  the  month 
of  December  1974,  each  eligible  firm  that 
has  imported  an  eligible  product  in  the 
immediately  preceding  month  shall  file 
with  the  FEA  a  report  certifying  the 
following: 

(1)  The  identity,  volume  and  ports  of 
origin  and  entry  of  any  eligible  products 
imported  by  that  eligible  firm  in  the 
immediately  preceding  month. 

(2)  Such  other  information  as  the 
FEA  may  request. 

(k)  Affidavit  for  eligible  firms.  Each 
firm  that  claims  to  be  an  eligible  firm 
shall  submit  to  the  FEA  within  twenty- 
eight  (28)  days  following  the  first  month 
in  which  that  firm  has  imported  an  eli¬ 
gible  product  as  to  which  the  issuance  of 
entitlements  is  sought  an  affidavit  setting 
forth  the  factual  basis  for  its  claim  to  be 
classified  as  an  eligible  firm. 

3.  §  211.67  is  added  to  Sijbpart  C  to 
read  as  follows: 

§  211.67  Allocation  of  old  oil. 

(a)  Issuance  of  entitlements.  (1)  For 
each  month,  commencing  with  the  month 
of  November  1974,  each  refiner  shall  be 
issued  entitlements  by  the  FEA  to  in¬ 
clude  in  its  adjusted  crude  oil  receipts  for 
that  month  a  specific  number  of  barrels 
of  old  oil  which  will  result  in  an  old  oil 
supply  ratio  for  that  refiner  equal  to  the 
adjusted  national  old  oil  supply  ratio  for 
that  month,  subject  to  the  entitlement 
adjustment  for  small  refiners  set  forth 
in  paragraph  (e)  of  this  section. 

(2)  Refiners  to  which  entitlements 
shall  be  issued  under  this  section  shall 
include  all  refiners  classified  as  refiner- 
buyers  or  refiner -sellers  as  of  Decem¬ 
ber  1,  1974  for  purposes  of  §  211.65.  Any 
refiner  that  is  not  so  classified,  or  the 
refinery  capacity  of  which  is  not  certi¬ 


fied  by  the  TEA  for  purposes  of  §  211.65, 
shall  apply  to  the  FEA  for  certification 
of  its  refinery  capacity  for  purposes  of 
qualifying  to  receive  entitlements  under 
this  section.  With  respect  to  the  granting 
of  any  such  application  for  certification, 
the  FEA  shall  consider  the  factors  set 
forth  in  §  211.65(b)  (v)  and  (vi). 

(3)  For  each  month,  commencing  with 
the  month  of  November  1974,  each  eligi¬ 
ble  firm  that  has  imported  an  eligible 
product  in  that  month  shall  be  issued  a 
number  of  entitlements  equivalent  to 
thirty  percent  (30%)  of  the  number  of 
entitlements  that  would  be  received  by  a 
refiner  (without  giving  effect  to  the  pro¬ 
visions  of  1211.67(e))  in  that  month 
with  respect  to  inclusion  of  a  number  of 
barrels  of  crude  oil  in  that  refiner’s  crude 
oil  runs  to  stills  equal  to  the  number  of 
barrels  of  that  eligible  product  imported 
by  that  eligible  firm.  An  eligible  product 
is  imported  for  purposes  of  this  para¬ 
graph  (a)  (3)  in  the  month  in  which  the 
product  physically  enters  the  United 
States. 

(b)  Required  purchases  of  entitlements 
by  refiners.  For  each  month,  commencing 
with  the  month  of  November  1974,  each 
refiner  that  has  been  issued  fewer  en¬ 
titlements  for  that  month  than  the  num¬ 
ber  of  barrels  of  old  oil  included  in  its 
adjusted  crude  oil  receipts  shall  purchase 
a  number  of  entitlements  effective  for 
that  month  equal  to  the  difference  be¬ 
tween  the  number  of  barrels  of  old  oil 
included  in  that  refiner’s  adjusted  crude 
oil  receipts  for  that  month  and  the  num¬ 
ber  of  entitlements  issued  to  and  retained 
by  that  refiner.  Entitlement  purchases 
required  under  this  paragraph  (b)  with 
respect  to  a  particular  month  shall  be 
effected  by  the  close  of  the  second  month 
following  that  month. 

(c)  Refiners  and  other  firms  with  ex¬ 
cess  entitlements.  For  each  month,  com¬ 
mencing  with  the  month  of  November 
1974,  each  refiner  that  has  been  issued 
a  greater  number  of  entitlements  for  that 
month  than  the  number  of  barrels  of  old 
oil  included  in  its  adjusted  crude  oil  re¬ 
ceipts  shall  sell  such  excess  entitlements 
and  any  eligible  firm  (other  than  a  re¬ 
finer)  that  has  been  issued  entitlements 
shall  sell  such  entitlements. 

(d)  Adjustments  to  volume  of  crude 
oil  runs  to  stills.  (1)A  refiner’s  volume  of 
crude  oil  runs  to  stills  shall  (i)  include 
(A)  the  volume  of  crude  oil  processed  by 
another  refiner  for  that  refiner  pursuant 
to  a  processing  agreement  and  (B)  the 
volume  of  crude  oil  processed  by  that  re¬ 
finer  for  a  person  other  than  a  refiner 
pursuant  to  a  processing  agreement,  and 
(ii)  exclude  the  volume  of  crude  oil  proc¬ 
essed  by  that  refiner  for  another  refiner 
pursuant  to  t  processing  agreement. 

(2)  The  volume  of  a  refiner’s  crude  oil 
runs  to  stills  for  purposes  of  calculating 
its  old  oil  supply  ratio  and  the  adjusted 
national  old  oil  supply  ratio  shall  be  re¬ 
duced  by  that  refiner’s  volume  of  export 
sales  in  that  month  of  refined  petroleum 
products  (except  refined  lubricating 
oils).  Including  sales  to  a  domestic  pur¬ 
chaser  which  certifies  the  product  is  for 
export. 


(e)  Entitlement  adjustment  for  small 
refiners.  In  addition  to  the  number  of 
entitlements  issuable  under  paragraph 
(a)  of  this  section,  each  small  refiner 
with  a  daily  average  volume  of  crude  oil 
runs  to  stills  of  less  than  175,000  barrels 
for  a  particular  month  shall  be  issued 
additional  entitlements  for  each  day  of 
that  month  equal  to  the  number  of  bar¬ 
rels  obtained  by  applying  the  following 
applicable  percentage  to  the  daily  aver¬ 
age  volume  of  that  small  refiner’s  crude 
oil  runs  to  stills  for  that  month:  (i)  for 
daily  average  volumes  of  crude  oil  runs 
to  stills  of  100,000  to  175,000  barrels,  the 
applicable  percentage  is  obtained  by  mul¬ 
tiplying  the  difference  between  the  re¬ 
ported  daily  average  volume  of  crude  oil 
runs  to  stills  (in  thousands  of  barrels) 
and  175  by  a  factor  of  .0101;  (ii)  for  daily 
average  volumes  of  crude  oil  runs  to  stills 
of  30,000  to  100,000  barrels,  the  applicable 
percentage  is  obtained  by  multiplying  the 
difference  betweemthe  reported  daily  av¬ 
erage  volume  of  crude  oil  runs  to  stills 
(in  thousands  of  barrels)  and  100  by  a 
factor  of  .0214,  and  by  adding  .76%  to 
the  resulting  percentage;  (iii)  for  daily 
average  volumes  of  crude  oil  runs  to  stills 
of  10,000  to  30,000  barrels,  the  applicable 
percentage  is  obtained  by  multiplying  the 
difference  between  the  reported  daily  av¬ 
erage  volume  of  crude  oil  runs  to  stills 
(in  thousands  of  barrels)  and  30  by  a  fac¬ 
tor  of  .506,  and  by  adding  2.26  to  the  re¬ 
sulting  percentage;  and  (iv)  for  daily 
average  volumes  of  crude  oil  runs  to  stills 
of  zero  to  10,000  barrels,  the  applicable 
percentage  is  12.38%. 

(f)  Transactions  under  §  211.65.  (1) 
Each  sale  by  a  refiner-seller  under 
§  211.65  shall  be  deemed  to  Include  a  vol¬ 
ume  of  old  oil  proportionate  to  the  vol¬ 
ume  of  old  oil  included  in  that  refiner- 
seller’s  crude  oil  receipts  (in  the  PAD 
Districts  or  District  the  crude  oil  deliv¬ 
eries  in  which  determine  the  price  of  the 
sale)  in  the  month  in  which  the  sale 
is  made.  Any  volumes  of  old  oil  so 
included  in  any  sale  under  §  211.65  shall 
be  included  in  the  crude  oil  receipts  of  the 
refiner-buyer  concerned.  As  to  each  such 
sale,  each  refiner-seller  shall  certify  to 
the  refiner-buyer  the  volume  of  old  oil 
included  in  the  volume  of  crude  oil  sold 
within  twenty-five  (25)  days  following 
the  month  in  which  the  crude  oil  is  deliv¬ 
ered  to  or  for  the  account  of  the  refiner- 
buyer  in  accordance  with  the  provisions 
of  §212.131  of  part  212. 

(2)  In  determining  the  weighted  av¬ 
erage  price  of  all  crude  oil  delivered  to  a 
refiner-seller  in  a  month  in  the  specified 
PAD  District  or  Districts  pursuant  to 
§  212.94  of  part  212,  the  cost  of  any  re¬ 
quired  purchases  or  revenues  from  any 
sales  of  entitlements  by  that  refiner-sell¬ 
er  shall  not  be  taken  into  account. 

(g)  Exchanges  of  crude  oil.  In  any  ex¬ 
change  of  crude  oil  in  which  only  quality 
and  location  differentials  are  given  effect 
in  the  calculation  of  the  exchange  ratio, 
or  in  any  matching  purchase  and  sale 
transaction -which  has  the  same  effect  as 
such  an  exchange,  no  volumes  of  old  oil 
shall  be  deemed  to  have  been  transferred. 
Any  volumes  of  old  oil  delivered  pursuant 
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to  any  such  exchange  or  transaction  shall 
be  considered  as  having  been  retained  by 
the  refiner  that  has  exchanged  away  or 
sold  such  volume,  regardless  of  the  vol¬ 
ume  of  crude  oil  received  or  purchased 
by  that  refiner  in  such  an  exchange  or 
transaction. 

(h)  Averaging  of  crude  oil  receipts. 
Upon  application  by  a  refiner  in  ac¬ 
cordance  with  the  procedures  estab¬ 
lished  under  Subpart  G  of  Part  205  of 
this  chapter  within  twenty  (20)  days 
following  the  close  of  a  month,  the  FEA 
may  adjust  the  crude  oil  receipts  of  that 
refiner  for  that  month  to  permit  the  por¬ 
tion  of  such  crude  oil  receipts  specified 
by  the  FEA  to  be  included  in  the  crude 
oil  receipts  of  that  refiner  for  one  or 
more  subsequent  months,  if  the  volume 
of  crude  oil  receipts  in  that  month  is 
significantly  disproportionate  to  the 
volume  of  that  refiner’s  crude  oil  runs  to 
stills  for  that  month  due  to  shutdowns 
or  other  mechanical  failures  resulting  in 
a  fifty  percent  (50)  or  greater  portion 
of  that  refiner’s  refinery  capacity  not 
having  been  operable  for  the  duration  of 
that  month. 

(i)  Issuance  and  transfer  of  entitle¬ 
ments.  (1)  The  first  month  with  respect 
to  which  entitlements  shall  be  issued  is 
November  1974.  The  entitlements  for 
the  month  of  November  1974  shall  be 
issued  by  the  FEA  on  January  10,  1975, 
pursuant  to  the  notice  specified  in  sub- 
paragraph  (2)  below.  As  to  each  month 
subsequent  to  November  1974,  FEA  shall 
issue  entitlements  pursuant  to  a  notice 
published  40  days  after  the  close  of  that 
month. 

(2)  Each  notice  published  by  the  FEA 
evidencing  the  issuance  of  entitlements 
under  this  section  shall  specify  as  to  a 
particular  month  the  adjusted  national 
old  oil  supply  ratio,  the  name  of  each  re¬ 
finer  and  other  eligible  firm  to  which 
entitlements  have  been  issued,  the  num¬ 
ber  of  entitlements  issued  to  each  such 
refiner  or  other  firm,  the  number  of  bar¬ 
rels  of  old  oil  included  in  each  refiner’s 
adjusted  crude  oil  receipts  and  the  price 
at  which  or  price  range  within  which  en¬ 
titlements  shall  be  sold. 

(3)  No  transfer  of  an  entitlement 
shall  be  effective  if  made  to  (i)  any  per¬ 
son  other  than  a  refiner,  or  (ii)  any  re¬ 
finer  that  is  not  purchasing  such  en¬ 
titlement  to  fulfill  such  refiner’s  obliga¬ 
tions  under  paragraph  (b)  of  this  sec¬ 
tion. 

(4)  The  price  at  which  entitlements 
shall  be  sold  and  purchased  shall  be 
fixed  by  the  FEA  for  each  month.  Such 
price  may  be  fixed  in  terms  of  a  price 
range  in  which  entitlement  transac¬ 
tions  shall  be  effected  or  in  terms  of  a 
single  price  at  which  all  entitlement 
transactions  shall  take  place.  Such  price 
or  price  range  shall  be  fixed  by  the  FEA 
with  reference  to  the  differential  be¬ 
tween  the  weighted  average  prices  for 
old  oil  and  the  weighted  average  prices 
of  new  and  released  crude  petroleum, 
imported  crude  oil  and  crude  oil  pro¬ 
duced  from  stripper  wells. 

(j)  Failure  to  consummate  transac¬ 
tions.  The  FEA  may  direct  refiners  that 


have  not  purchased  the  required  num¬ 
ber  of  entitlements  under  paragraph 
(b)  of  this  section  for  a  particular 
month  to  purchase  such  required  num¬ 
ber  of  entitlements  at  a  price  specified 
by  the  FEA  from  any  refiner  or  eligible 
firm  that  has  entitlements  for  such 
month  available  for  sale.  The  FEA  may 
direct  refiners  or  eligible  firms  that  have 
entitlements  available  for  sale  to  sell 
such  entitlements  at  a  price  specified  by 
the  FEA  to  refiners  that  have  not  pur¬ 
chased  their  required  number  of  entitle¬ 
ments  under  paragraph  (b)  of  this  sec¬ 
tion. 

(k)  Certification  of  old  oil  by  non¬ 
refiners.  Within  twenty  (20)  days  fol¬ 
lowing  each  month,  commencing  with  the 
month  of  November  1974,  each  person 
other  than  a  refiner  that  has  delivered 
crude  oil  to  a  refiner  for  processing  for 
the  account  of  such  person  pursuant  to 
a  processing  agreement  in  that  month 
shall  certify  to  that  refiner  the  volume 
of  old  oil  contained  in  the  crude  oil  so 
delivered  to  that  refiner. 

(l)  Adjustments  to  product  costs. — 
(1)  Refiners.  The  cost  of  entitlements 
purchased  in  a  particular  month  pursu¬ 
ant  to  this  section  by  refiners  shall  be 
added  to  the  cost  of  crude  petroleum 
purchased  or  landed  in  that  month 
(which  is  the  period  “t”  (the  month  of 
measurement) ,  for  purposes  of  calculat¬ 
ing  the  increased  costs  to  be  applied  to 
product  prices  in  the  following  month 
under  the  “At"  factor  of  the  general  for¬ 
mulae  of  §  212.83(c)  (2)  of  this  chapter) . 
The  sales  revenues  from  entitlements 
sold  in  a  particular  month  pursuant  to 
this  section  by  refiners  shall  be  subtracted 
from  the  cost  of  crude  petroleum  or  eligi¬ 
ble  product  purchased  or  landed  in  that 
month  (which  is  the  period  “t”  (the 
month  of  measurement) ,  for  purposes  of 
calculating  the  increased  costs  to  be  ap¬ 
plied  to  product  prices  in  the  following 
month  under  §  211.83(c)  of  this  chapter.) 
as  follows: 

(i)  The  sales  revenues  from  entitle¬ 
ments  which  are  issued  for  crude  oil 
which  are  sold  in  a  particular  month 
shall  be  subtracted  from  the  total  cost  of 
crude  petroleum  purchased  or  landed  in 
that  month  (which  is  the  period  “t”  (the 
month  of  measurement) ,  for  purposes  of 
calculating  the  increased  costs  to  be  ap¬ 
plied  to  all  product  prices  in  the  follow¬ 
ing  month  under  the  “At”  factor  of  the 
general  formulae  of  §  212.83(c)  (2) ) . 

(ii)  The  sales  revenues  from  entitle¬ 
ments  which  are  issued  for  residual  fuel 
oil  which  are  sold  in  a  particular  month 
shall  be  subtracted  from  the  total  cost  of 
residual  fuel  oil  purchased  or  landed  in 
that  month  (which  is  the  period  “t”  (the 
month  of  measurement) ,  for  purposes  of 
calculating  the  increased  costs  to  be  ap¬ 
plied  to  prices  of  covered  products  other 
than  special  products  under  the  “Bit” 
factor  of  the  formula  for  covered  prod¬ 
ucts  other  than  special  products  of 
§212.83(0  (2)  (ii)). 

(iii)  The  sales  revenues  from  entitle¬ 
ments  which  are  issued  for  No.  2  heating 
oil  or  No.  2-D  diesel  fuel  which  are  sold 
in  a  particular  month  shall  be  subtracted 


from  the  total  cost  of  No.  2  heating  oil 
or  No.  2-D  diesel  fuel  purchased  or 
landed  in  that  month  (which  is  the  pe¬ 
riod  “t”  (the  month  of  measurement), 
for  purposes  of  calculating  the  increased 
costs  to  be  applied  to  prices  for  special 
products  where  (i=l)  under  the  “Bit” 
factor  of  the  general  formula  of  §  212.- 
83(c)  (2)  (i)  for  special  products  where 
(i=l)). 

(2)  Resellers  and  Retailers.  The  sales 
revenues  from  entitlements  sold  pursuant 
to  this  section  by  resellers  or  retailers 
shall  be  subtracted  from  the  cost  of  the 
product  in  inventory  for  which  the  en¬ 
titlements  were  issued,  so  as  to  reduce 
the  weighted  average  unit  cost  of  that 
product  in  inventory  computed  pursuant 
to  §  212.92  of  this  chapter. 

(3)  Use  of  eligible  products  entitle¬ 
ments  by  refiners  to  which  they  are  is¬ 
sued.  A  refiner  that  is  issued  entitlements 
with  respect  to  eligible  products  shall 
account  for  the  use  of  those  entitlements 
to  include  old  oil  in  its  crude  oil  receipts 
as  if  it  had  purchased  such  entitlements 
so  as  to  incur  an  increased  cost  of  crude 
oil  pursuant  to  subparagraph  (1)  above  ' 
and  as  if  it  had  sold  such  entitlements  so 

as  to  reduce  its  cost  of  the  eligible  prod¬ 
uct  for  which  the  entitlements  were  is¬ 
sued,  pursuant  to  subparagraphs  (1)  (ii) 
and  (1)  (iii)  of  this  paragraph. 

(4)  Timing.  The  date  of  purchase  or 
sale  of  entitlements  for  purposes  of  de¬ 
termining  the  date  on  which  a  cost  or  a 
cost  reduction  is  incurred  under  §  212.83 
(c)  or  §  212.93  of  this  chapter  shall  be 
the  date  on  which  the  transaction  is  re¬ 
ported  to  have  taken  place  on  the 
monthly  transaction  report  filed  with  the 
FEA  under  paragraph  (i)  of  §  211.66. 

4.  The  table  of  contents  is  amended  by 
revising  the  heading  for  §  212.131  to  read 
as  follows: 

212.131  Certification  of  domestic  crude  pe¬ 
troleum  sales. 

5.  The  heading  and  text  of  §  212.131  is 
revised  to  read  as  follows: 

§  212.131  ‘  Certification  of  domestic 
crude  petroleum  sales. 

(a)(1)  Each  producer  of  domestic 
crude  petroleum  shall,  with  respect  to 
a  first  sale  of  domestic  crude  petroleum, 
certify  in  writing  to  the  purchaser:  (i) 
The  ceiling  price  of  that  domestic  crude 
petroleum,  (ii)  the  amount  of  stripper 
well  crude  petroleum,  (iii)  the  amount  of 
new  crude  petroleum,  (iv)  the  amount 
of  released  crude  petroleum,  and  (v)  the 
amount  of  old  crude  petroleum,  Pro¬ 
vided,  That  the  certification  require¬ 
ments  of  this  paragraph  (a)(1)  may  be 
complied  with  by  a  one-time  certifica¬ 
tion  by  a  producer  to  the  purchaser  as  to 
the  base  production  control  level  crude 
petroleum  for  each  month  of  1972  for  the 
particular  property.  The  certification 
shall  also  contain  a  statement  that  the 
price  charged  for  the  domestic  crude 
petroleum  is  no  greater  than  the  maxi¬ 
mum  price  permitted  pursuant  to  this 
part. 

(2)  Each  seller  of  domestic  crude  pe¬ 
troleum,  other  than  a  producer  of  do¬ 
mestic  crude  petroleum  covered  by  para¬ 
graph  (a)(1)  of  this  section  shall,  with 
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respect  to  each  sale  of  domestic  crude 
petroleum  other  than  (i)  an  allocation 
sale  pursuant  to  §  211.65  of  this  chapter, 
or  (il)  a  sale  in  which  no  volumes  of  old 
crude  petroleum  are  deemed  to  have  been 
transferred  pursuant  to  5  211.67(g)  of 
this  chapter,  certify  in  writing  to  the 
purchaser  the  amount  of  old  crude  pe¬ 
troleum  included  in  the  volume  of  do¬ 
mestic  crude  petroleum  so  sold.  The  cer¬ 
tification  shall  also  contain  a  statement 
that  the  price  charged  for  the  domestic 
crude  petroleum  is  no  greater  than  the 
maximum  price  permitted  pursuant  to 
this  part 


(b)  With  respect  to  each  allocation 
sale  under  S  211.65  of  this  chapter,  the 
seller  shall  certify  in  writing  to  the  pur¬ 
chaser  the  amount  of  old  crude  petro¬ 
leum  deemed  (under  the  provisions  of 
§  211.67(f)  of  this  chapter)  to  be  in¬ 
cluded  in  the  volume  of  crude  petroleum 
so  sold.  Such  written  certification  shall 
be  made  within  25  days  following  the 
month  in  which  the  crude  oil  so  sold  is 
delivered  to  or  for  the  account  of  the 
purchaser. 

(c)  No  firm  may  sell  domestic  crude 
petroleum  unless  it  provides  the  certifica¬ 
tion  required  by  this  section.  No  firm  may 


knowingly  purchase  domestic  crude  pe¬ 
troleum  for  which  there  is  no  certifica¬ 
tion  as  required  by  this  section;  provided, 
however,  that  the  provisions  of  this  para¬ 
graph  do  not  apply  to  the  sale  of  domestic 
crude  petroleum  to  a  firm  under  circum¬ 
stances  of  economic  or  other  coercion  in 
which  the  buyer,  because  of  its  need  for 
crude  petroleum,  had  no  reasonable  al¬ 
ternative  but  to  purchase  the  domestic 
crude  petroleum  for  which  there  is  no 
certification,  and  such  firm  promptly  re¬ 
ports  the  purchase  to  the  Federal  Energy 
Administration  for  investigation. 
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